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Abstract 
Between its Unification and WWI, Italy faced a period of increasing participation in the 
international economy. The growth of Italian exports was gradual, and alternately promoted 
by its intensive and extensive margins. In this paper, using a disaggregated database at 
country-product level, I first construct the intensive (average export per product) and 
extensive (number of products) margins of trade (for Italian imports and exports) and, 
second, within a quasi-gravity model framework, I estimate the drivers of market entry for 
Italian exports (1862-1913), with particular attention to the presence of eventual sector 
spillover effects. I find that the presence of “similar” exported products increased the 
probability of entry in the destination market (export spillovers), even if with diminishing 
marginal effects, potentially linked to a “saturation”/“congestion” of the market. Equally, I find 
that the higher the imports’ growth rate for a specific product, the more likely it was to be 
internationalised by Italian exporters (import spillovers). 
Keywords: international trade, market entry, Italy, trade margins, export spillovers. 
JEL Classification: F14, N73. 
 
 
  
Resumen 
Entre su unificación y la Primera Guerra Mundial, Italia se enfrentó a un período de creciente 
participación en la economía internacional. El crecimiento de las exportaciones italianas fue 
gradual, y promovido de forma alterna por sus márgenes intensivos y extensivos. En este 
documento, utilizando una base de datos desagregada a nivel de país y producto, en primer 
lugar construyo los márgenes de comercio intensivo (promedio de exportación por 
producto) y extensivo (número de productos) para las importaciones y exportaciones 
italianas y, en segundo lugar, en el marco de un modelo de cuasi-gravedad, estimo los 
impulsores de la entrada en el mercado de las exportaciones italianas (1862-1913), 
prestando especial atención a la presencia de efectos de contagio a nivel de sector. 
Encuentro que la presencia de productos exportados «similares» aumentó la probabilidad de 
entrada en el mercado de destino (efecto contagio de exportación), pero con efectos 
marginales decrecientes, potencialmente vinculados a una «saturación»/«congestión» del 
mercado. Del mismo modo, considero que, cuanto mayor es la tasa de crecimiento de las 
importaciones para un producto específico, más probable es los exportadores italianos lo 
internacionalicen (efecto contagio de las importaciones). 
Palabras clave: comercio internacional, entrada en el mercado, Italia, márgenes del comercio, 
efecto contagio de exportación. 
Códigos JEL: F14, N73. 
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1 Introduction 
During the first wave of globalization, which began in the early nineteenth century and ended 
with the First World War (O’ Rourke and Williamson, 2002), the world saw a spectacular 
decline in trade costs paralleled by a stable increase in world trade (Federico and Tena, 2016; 
Dedinger and Girard, 2017) and a remarkable economic expansion (Jacks et al., 2010). 
Whereas transportation costs faced a steady decline, liberalizing trade policy (i.e. policies 
promoting international market integration such, e.g., tariff cuts) experienced changing 
fortunes, with national policy makers alternating the promotion of protectionism with “free trade 
epidemic[s]” (Lazer, 1999; cited in Lampe, 2011). By large, Italian developments went de jure in 
line with the wider European dimension: Italy alternated liberal with protectionist trade policies. 
However, de facto the latter group have been described as having little – if any – effect on both 
Italian growth and openness, which were thriving at the turn of the 20th century. As remarked 
by Felice and Vecchi (2015), in line with Federico and O’Rourke (2001) and Federico and Tena 
(1998), Italian protectionism was “more apparent than real” (p.516). In this context, it is 
interesting to delve into the various components of the Italian external sector.  
Using disaggregated data I first construct the extensive (number of products) and 
intensive (average export per product) margins of trade (for both exports and imports), and 
second, I perform a quantitative assessment of market entry decisions at product level, taking 
into account eventual spillover effects. As I have product (and not firm) level data, I have to 
follow Huberman et al. (2017), in its key assumption: the identification of firms with products, 
which means, in other words, to assume that any exported product constitutes “a variety 
produced by a representative firm” (Huberman et al., 2017, p.11).  In this framework, I exploit 
an emerging strand of product-level analysis of exports in historical perspective. Using a quasi-
gravity model capturing trade costs, market and product specific forces, I test the importance 
of export and import spillovers in determining the entry of Italian products in ten different 
countries (in Europe, North and South America). Export spillovers had positive effects on 
market entry, but this relationship followed an inverted-U shape, possibly related to a market 
“saturation”/“congestion” effect. Import spillovers are positive, due to either direct (reduction in 
production costs) or indirect (technology/productivity) effects, or both.  
The rest of the paper is organised as follow: Section 2 provides a brief literature 
review, connecting international trade theory with market entry and potential spillovers; Section 
3 describes the external sector of the Italian economy within its historical context, and provides 
the estimations of the intensive and extensive margins of trade; Section 4 explains the empirical 
strategy and data sources; Section 5 discusses the results; and Section 6 concludes. 
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2 Literature Review 
Within the international trade literature, market entry represents an increasingly important 
segment. For long time, trade theory – based on Krugman seminal contribution (1980) – 
assumed firm homogeneity and treated transportation costs as variable only (as opposed to 
fixed costs), focussing consequently on intensive margins only. Krugman-based models 
explained bilateral trade flows in terms of consumers’ preferences for variety (“love-of-variety”), 
which would overcome obstacles posed by trade barriers and boost trade in differentiated 
goods (even between identical countries). However, such models did not provide an 
explanation for the existence of “zeroes” in bilateral trade, a very common feature of trade 
databases – no matter if historical or contemporary, country or product-level – practically 
assuming a random distribution. Only recently there has been a growing consensus among 
economists that zero trade in bilateral flows are not arbitrarily distributed. Such a change in the 
interpretative analysis had implications both at the methodological level (Silva and Tenreyro, 
2006) and on the underlying theory. The introduction of firm heterogeneity – in terms of 
productivity – and fixed costs as part of transportation costs for trade activities (Melitz. 2003; 
Bernard et al., 2003; Helpman et al., 2004; Chaney, 2008) implied the discovery of a new 
dimension of exports: exports respond to a variation in trade costs not only in terms of size 
(either quantity or value, “intensive margins”), but also in terms of variety (the basket of 
products exported, “extensive margins”). This innovation originated a new strand of literature 
analysing the margins of trade and the determinants of market entry. This paper builds on the 
literature that connects entry in foreign markets (i.e. whether or not a product is exported to 
certain destinations) with export and import “spillovers”. 
There are various channels explaining the existence of spillovers: Banerjee (1992) 
formalises a model where every individual (either a person or an entity) internalises, the choices 
made by its peers when optimising its decision-making function, recalling human ecology 
theories (Hawley, 1950), where functional relationships play an important role in influencing 
human behaviours. The result is what he calls a “herd behaviour”, where people mimic others’ 
actions, instead of using their own information, possibly considering it unsatisfactory, 
insufficient, inadequate, expecting peers’ information to be superior, or simply interpreting the 
commercial viability of certain products in certain foreign markets as a “signal” of the market 
potential for similar products. In the international management and sociology literature, this 
concept has been adapted by Di Maggio and Powell (1983). They argued that the institutional 
environment of a particular field in which organizations act tend to push them towards 
becoming increasingly similar within that field. They defined the combination of these forces as 
“institutional isomorphism”. Additionally, both “old” trade models – underlining the importance 
of search and networks in promoting international trade (Rauch and Watson, 2004) – and 
“new” theories – focusing on the role played by a specific technology able to exploit economies 
of scale and/scope in exports (Ahn et al., 2011; Bernard et al., 2011; Felbermayr and Jung, 
2011; Crozet et al., 2013; Cheptea et al., 2015; Ito et al., 2017; Akerman, 2018; Emlinger and 
Poncet, 2018) – make the case for trade intermediaries to serve as facilitators of international 
trade, boosting exports of “similar” products, either in terms of capability of enter 
intermediaries’ networks, or to exploit intermediaries’  economies of scale, possibly specializing 
in a specific sector. However, most of the literature uses an empirical approach and focuses on 
the former (see Blomström and Kokko, 1998), using detailed firm-level data: Greenaway et al. 
(2004) find that the choice of exporting made by domestic firms is positively influenced by the 
presence of multinational enterprises in their area; Kinuthia (2017) extends the validity of the 
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findings comparing two developing economies. Greenaway and Kneller (2008) detect that both 
geographical and sector-level agglomeration is positive for the probability of exporting; Koenig 
et al. (2010) describe that export spillovers exist for French firms (1998-2003) but only when 
calculated at the extensive (and not at the intensive) margin; Muñoz-Sepulveda and Rodriguez 
(2015), using a dataset of Spanish firms from a 10 years period, test for eventual spillovers 
generated by previous export activities in similar countries or industry, finding evidence for 
these effects to exist and be positive, even if relatively small. Additionally, Castillo-Giménez et 
al. (2011) use a dataset with detailed information on firm location to identify whether firms’ 
proximity affects information-related sunk costs, and therefore the patterns of market entry. 
Choquette and Meinen (2015) decide to open the “black-box” of export spillovers, investigating 
if exporting firms influence non-exporting firms, and finding positive effects through the 
channels of movement of labour and industry-wide linkages. Mion et al. (2017) focus on 
managers’ mobility instead as a vector for spillovers. However, as there are no firm-level data 
available, these different causes of spillover effects are hard – not to say impossible – to 
disentangle in this paper. Nevertheless, it is possible to prove, through secondary sources, that 
many of these “spillover determinants” were at work during the first globalization in Italy, 
making therefore the case for gauging these effects at the product level: 
1) Trade intermediaries  the presence in Italy of trade intermediaries is well 
documented (Lupo, 1987; Battaglia, 2003; Stanziani, 2010). They played an 
important role in the primary sector, where Bernard (2010) argues intermediaries 
would have more lever, and possibly in helping small and medium enterprises 
(Madsen et al., 2012), which were of non-negligible importance in Italy (Colli and 
Rose, 1999; Colli et al., 2003); 
2) Labour/human capital mobility  using A’Hearn’s words (1998, p. 739), “[n]umerous 
examples can be culled from the experiences of Italian textile industrialists who 
undertook research trips abroad, brought in English, Swiss, or Belgian overseers and 
mechanics, and arranged apprenticeships for their sons at textile mills and machine 
builders abroad”; 
3) Multinational enterprises  they had an increasing importance, although limited to 
certain sectors in the Italian economy, particularly during the Giolittian era. Possibly, 
the main example is the one of Montecatini, a conglomerate mainly acting in the 
mining and chemical sectors, which history has been reconstructed in detail by 
Amatori and Bezza (1990), Zamagni (1990) and Perugini (2014) (see Appendix II for a 
graphical representation of Montecatini’s involvement in different products). 
All the channels suggested here imply reductions of transaction costs and, more in 
general, of trade costs, therefore being in line with the theoretical mechanisms and empirical 
findings described in Jacks et al. (2010), Huberman et al. (2017), and Meissner and Tang 
(2017), where a reduction in trade costs is associated to an increase in the margins of exports. 
On the other hand, this paper specifically connects also with the literature on import 
spillovers, as it aims to understand whether higher imports’ growth rate for a specific product 
at time t-1 will affect the probability of being exported at time t. An important part of the 
literature studied the interconnection of imports (and import competition, see Autor et al., 2016) 
with productivity (Aghion et al., 2005; Amiti and Konings, 2007). However, Bas and Strauss-
Khan (2013) focus on the interconnections between imported inputs and exports, emphasizing 
not only the “indirect effect” through productivity or technology, but also the “direct effect” 
through a reduction in production costs. However, if imported products are not used as inputs 
in the domestic production process, but compete with domestic products in the market 
instead, the effects of increased imports on exports may be different: they can be positive, if 
the firm (product) strive for survival will oblige domestic (and less competitive) firms (products) 
to find compatible foreign markets, characterised by lower productivity. Additionally, import 
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competition may have positive effects through an indirect channel, stimulating productivity and 
innovation as in a model à la Aghion et al. (2005), where firms decide to face the increase in 
foreign competition investing more in innovation, increasing productivity and overcoming fixed 
costs related to export activities (similarly to Bas and Strauss-Khan, 2013), therefore opening a 
wider set of markets, which were previously unaffordable. Negative effects may be present if an 
increase in imports detect an expansion in domestic demand that may absorb a higher 
proportion of domestic production, reducing export incentives. However, the latter issue is 
controlled by time fixed effects in the empirical analysis. Furthermore, negative effects may also 
be related to a Schumpeterian process of creative destruction, where an increase in imports 
identifies an increase in competition, eventually squeezing out of the market less productive 
firms. However, if existing at all, this last channel is expected to be relatively small, as less 
productive firms do not have a large contribution in the exporting sector. 
In historical perspective the literature is in its inception phase, as disaggregated 
databases had not been available until very recently. Differently from contemporary literature, 
data do not include firm-level characteristics, but offer product-level insights and have only 
been collected for a very limited number of countries: Belgium (Huberman et al., 2017), France 
(Becuwe et al., 2015), Italy (imports and exports, Bankit-FTV,1 Federico et al., 2012), Japan 
(Meissner and Tang, 2017), Spain (Betrán and Huberman, 2016), Germany (Hungerland, 2018), 
Mexico (Kuntz-Ficker and Tena-Junguito, 2018), Brazil (Absell and Tena-Junguito, 2018), 
Argentina (Rayes, 2018), and Honduras (Ledezma Díaz, 2018) . However, only Meissner and 
Tang (2017) focuses on market entry. They exploit a new database at product (SITC 3 digit) 
and country level, with intervals of five (reference) years, between 1880 and 1910, they identify 
trade costs and (destination market) demand factors as main determinants of market entry.2 
Introducing in the economic history literature export and import spillovers as possible 
determinants of market entry (i.e. new products exported to new countries), I aim to exploit the 
comprehensive and granular nature of the Bankit-FTV database (see Section 4.2 for more 
details). Additionally, the availability of standardise data for both imports and exports provide 
the unique opportunity to test empirically the existence of different types of spillovers. To my 
knowledge, it is the first time that import and export data are linked and exploited 
simultaneously to understand the drivers of market entry. 
                                                                          
1.  The collection of disaggregated data on Italian trade statistics was an initiative of the Bank of Italy, which was in charge 
of data collection, under the scientific direction of G. Federico, G. Tattara and M. Vasta. Following Federico et al. 
(2012), I refer to the authors of the project with the acronym “Bankit-FTV”. 
2.  In a different fashion, outside the international trade literature, Greve (2000) tests market entry decisions in the 
Japanese banking sector at the beginning of the 20th century, and Ehrardt and Nowak (2011), focusing on institutional 
determinants of market exit for listed stock corporations in post-WWII Germany. 
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3 Historical Context 
3.1 Italy: the structure of trade and the (debated) effects on economic growth 
Since Federico (1996) defined it as a “little known success story”, the role of Italy within the 
world economy during the first globalization wave has been largely revisited. Indeed, early 
contributions focused on internal factors as potential engines of economic growth, considering 
Italy in complete isolation from the external environment (e.g. Romeo, 1959; Sereni, 1966). 
Since Gerschenkron (1962), however, the importance of international factors in shaping Italian 
economic growth emerged rapidly. Indeed, the role of trade policy has been widely discussed, 
to understand why, how, and how much Italy sheltered its internal market from the international 
economy, i.e. the causes and levels of protection. Initially, trade policy was regarded as a 
positive factor for Italian growth (Zamagni, 1978). However, such interpretation has been 
gradually moderated towards positions in line with more mixed views, where trade policy 
effects are heterogeneous (Coppa, 1970; Fenoltea, 1993; Ciccarelli and Nuvolari, 2015) or 
practically irrelevant (Federico and O’Rourke, 2001; Federico and Tena, 2002), and, in any 
case, not responding to “any clear strategy for industrialization” (Federico and Vasta, 2015). 
The debate has been largely similar for exports: they have been initially considered as a strong 
driver of growth and the development process of the Italian peninsula since its Unification 
(Bonelli, 1978). Toniolo (1988) argued that the lack of data was limiting the validation of 
Bonelli’s argument. Since then, data availability increased exponentially thanks to the efforts 
that various scholars dedicated to the reconstruction of Italian economic history figures (see i.a. 
Felice and Vecchi, 2015; Felice and Carreras, 2012; Toniolo, 2013; Fenoltea, 2010; Ciccarelli, 
2015; Daniele and Malanima, 2017). Exploiting the disaggregated information provided in the 
Bankit-FTV database, Federico and Wolf (2012) analyse the Italian export course in the long 
run, highlighting “a strong coincidence between periods of economic growth […] and of good 
export performance” (p.20), and particularly for the “boom giolittiano” (1895-1913; Cohen and 
Federico, 2001) (see Figure 1). Even if the authors argue that conventional wisdom support the 
view that openness was “beneficial” for Italy, they however do not claim any causality. Pistoresi 
and Rinaldi (2012), using aggregate data, found that export growth did not Granger-caused 
GDP growth, establishing a unidirectional causal relationship only from import growth to GDP 
growth. In this context, the analysis of trade margins may provide useful insights to understand 
the product-level dynamics of Italian internationalisation, which revived the debate among 
economic historians for decades. 
During this period, Italy contribution to world trade remained almost constant, ranging 
around 3% of world total trade. That means, as world trade was experiencing a phase of 
strong growth (Dedinger and Girard, 2017), that Italian trade was increasing approximately in 
line with global trade. 
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Figure 1: Imports, Exports and GDP, Italy 1862-1913 
 
 
 
Sources: Imports&Exports Toniolo, GDP Jorda-Schularick-Taylor Macrohistory Database 
 
However, the increase in the availability of public sources for bilateral and product-
level trade flows (Bankit-FTV database, RICardo database) allows to analyse trade by country 
and product. 
On the export side, Figure 2 shows that Italy, since Unification, had large and 
increasing commercial relationship with France, until the 1880s tariff war, which halved exports 
to that destination.3 On the other side, Figure 2 shows positive trends – in relative terms – for 
exports to Germany, Switzerland, US and – only to a certain extent – Argentina. In particular, 
the first two are those that seem to compensate for the French market tariff-related shrinkage. 
Product-level analysis also confirms that Italy was and remained primarily an agricultural 
economy, and consequently its exports where composed predominantly by primary products,4 
even if their importance was decreasing from more than 82% of total exports in Bankit-FTV in 
1862, to approximately 61% in 1913. Complementarily, manufacturing products grew from 
17% in 1862, to almost 40% in 1913.  
Using product-level data (see Figure 3), it is possible to differentiate further within 
both agricultural and manufacturing goods. The former experienced a relative increase in 
primary products, food and live animals (0) and beverages and tobacco (1), whereas crude 
                                                                          
3.  The late 1870s and the 1880s were years of protectionist resurgences of protectionism. Italy was no exception and 
revised its overall trade policy twice, first in 1878, and later in 1887 with a “new 1887 tariff”, which was the results of 
the convergence of industrialists, landowners and the Treasury. To compensate these increases and to control 
international complains, Italy negotiated a set of bilateral treaties. However, the situation with France turn out to be 
peculiar. In December 1886, Italy denounced the 1881 bilateral treaty, with the aim of reaching a new – more 
favourable – agreement. Nevertheless, for both economic and political reasons, negotiations fell apart in February 
1888. A new trade treaty, which gained emphatic titles on the first pages of international newspapers (e.g. Chicago 
Sunday Tribune, the Spectator), was signed only a decade after, in November 1898. For more details, see De Cecco 
and Pedone (1995), Asakura (2003), House of Commons (1908). 
4.  I follow Federico et al. (2012) and Federico and Wolf (2012) defining primary products as those products in the SITC 1-
digit category 0 to 4 and in SITC 4-digit category 6511 (silk), and manufacturing products those products in the SITC 
1-digit category 5 to 9, excluding silk (6511). Indeed, even if silk has been classified in SITC 6 (together with other 
industrial yarns) in the Bankit-FTV database, the bulk of its value derived from the raw material (an agricultural product), 
and its processing operations (Federico and Wolf, 2012). However, this consideration only matters for estimating the 
relative importance of the agricultural and manufacturing sectors. 
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materials (2), and animal and vegetable oils (4) saw a reduction in their shares. Exports of 
mineral fuels, lubricants and related materials (3) were minimal until 1903 (0.1%), and 
experienced an exponential increase afterwards, however remaining in overall low levels 
(0.3% in 1913). Within the set of manufacturing products, manufactured goods (6), 
machinery and transport equipment (7), and miscellaneous manufactured products became 
more important in relative terms. 
Figure 2 Italian exports, by country of destination, share of total exports,  
1862-1913 
 
Source: Author’s elaboration on Bankit-FTV. 
 
Figure 3 Italian exports, by sector (SITC 1-digit category), share of total exports, 
1862-1913 
 
Source: Author’s elaboration on Bankit-FTV. 
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When combining the two dimensions (country-product) the picture is more 
variegate. As Figure 4 shows, there are important differences across product and countries. 
For example, even if the category “food and live animals” had an important role almost 
anywhere, Italian exports related to this sector were quite heterogeneous ranging from 10 to 
almost 40% of total exports. 
Figure 4 Italian exports, by country of destination and sector  
(SITC 1-digit category, 1862-1913) 
 
Source: Author’s elaboration on Bankit-FTV. 
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On the import side, Figure 5 shows that Italy, had large commercial relationship with 
Great Britain, France, Germany, as well as US and Austria. In particular, German and US 
increase in imports share goes in parallel with the French decline. Using product-level data as 
for exports (see Figure 6), it is possible to depict the evolution of imports by sector: food and 
live animals (0) and manufactured goods (6) were important but shrinking in relative size, 
whereas imports of animal and vegetable oils (4) and mineral fuels, lubricants and related 
materials (3) increased their relative importance over time. In line with what seen for exports, 
the combination of the two dimensions (country and sector) creates a more diverse picture. 
Figure 5 Italian imports, by country of origin, share of total imports, 1862-1913 
 
Source: Author’s elaboration on Bankit-FTV. 
 
Figure 6 Italian imports, by sector (SITC 1-digit category),  
share of total imports, 1862-1913 
 
Source: Author’s elaboration on Bankit-FTV. 
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Figure 7 Italian imports, by country of origin and sector  
(SITC 1-digit category, 1862-1913) 
 
Source: Author’s elaboration on Bankit-FTV. 
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3.2 The estimation of imports and export margins 
To decompose Italian exports in their intensive and extensive margins, I follow the procedure 
explained in Mion and Muus (2014), based on Bernard et al. (2010) and Behrens et al. (2013). 
Italian total exports (identified as X in the equation) can be written as 
ܺ௧ ൌ ݌௧ ∗ ܥ௧ ∗ ̅ݔ௧ 
where p is the number of products exported at time t, C is the number of countries of 
destination. Solving for ̅ݔ௧, ̅ݔ௧ ൌ ௑೟௣೟∗஼೟. In other words, ̅ݔ௧ is equal to the average export for a 
product p in a country c, and represents the intensive margins of trade. In this context, ݌௧ and 
ܥ௧ correspond to the extensive margins: product and country margins. Due to the geographical 
limitations of the sample, imposed by historical sources – the FTV-Bankit database include 
data for the ten major destinations – I will focus on the extensive margins at the product level, 
rather than at the country level. However, differently from Mion and Muus (2014), I have 
product (and not firm) level data. Therefore, I have to follow Huberman et al. (2017), in its key 
assumption: the identification of firms with products, which means, in other words, to assume 
that any exported product constitutes “a variety produced by a representative firm” (Huberman 
et al., 2017, p.11). Countries and trade flows coverage (percentage of total Italian exports 
covered by FTV-Bankit data) of the database are reported in Appendix I. Figure 8 and Figure 9 
show the extensive and intensive margins of Italian exports and imports respectively. 
Particularly, in the case of exports, export growth seems to be characterised by the alternation 
of the intensive and extensive margins. For both exports and imports, the “return to 
protectionism” in the 1880s seems to affect the intensive rather than the extensive margin. 
France is an outstanding example: the beginning of the tariff war (1888) between France and 
Italy coincides with a dramatic decrease in the intensive margins of both imports and exports. 
In general, the country-level analysis of the intensive and extensive margins provide a variegate 
picture (see Figure 10 for exports and Figure 11 for imports). 
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Figure 8 Extensive and intensive margins of exports 
 
Source: Author’s elaboration. 
Note: Extensive margins represents the number of product exported by Italy to at least one of 
the countries in the sample. Intensive margins calculation: see text. Value expressed in nominal 
Italian local currency (“Lira”). 
 
Figure 9 Extensive and intensive margins of imports 
 
Source: Author’s elaboration. 
Note: Extensive margins represents the number of product exported by Italy to at least one of 
the countries in the sample. Intensive margins calculation: see text. Value expressed in nominal 
Italian local currency (“Lira”). 
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Figure 10 Extensive and intensive margins of exports by country of destination 
 
Source: Author’s elaboration. 
Note: Extensive margins represents the number of product exported by Italy to the country. 
Intensive margins calculation: see text. Value expressed in nominal Italian local currency (“Lira”). 
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Figure 11 Extensive and intensive margins of imports by country of origin 
 
Source: Author’s elaboration. 
Note: Extensive margins represents the number of product exported by Italy to the country. 
Intensive margins calculation: see text. Value expressed in nominal Italian local currency (“Lira”). 
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4 Methodology and Data 
4.1 Empirical Strategy 
The traditional approach used to estimate the determinants of export flows is based on gravity 
models (see Helpman and Krugman, 1985; Anderson and Van Wincoop, 2003; Head and 
Mayer, 2014). However the objective of this paper is to understand the choice of entry in a 
specific export market in a precise moment in time. Thus, I follow, adapt and expand Roberts 
and Tybout (1997), Aitken et al. (1997), and Greenaway and Kneller (2008), which consider 
entry (and exit) decision to a specific export market with sunk costs. The aim is to understand 
the reasons beyond the entry of product p in the market of country j in sector s at time t, 
conditional to its absence at time t-1 (otherwise it would identify both “entry” and “persistence”) 
i.e. to estimate ܯܧ௣௝௦௧, which is represented by the following formula, as in Paravisini et al. 
(2014), Muñoz-Sepulveda and Rodriguez (2015) and Gutierrez and Moral-Benito (2018):  
ܯܧ௣௝௦௧ ൌ ሺܧ݊ݐݎݕ௣௝௦	௧|ܧ݊ݐݎݕ௣௝௦	௧ିଵ ൌ 0ሻ 
where the choice of entry is represented by a binary variable that takes the value of either 0 
(“no entry”) or 1 (“entry”). To check the robustness of the results, I also adopt an alternative 
approach expanding the “entry” definition to “entry” and “persistence”, as in Koenig et al. 
(2010), i.e. ܯܧ ௣ܲ௝௦௧ ൌ ሺܧ݊ݐݎݕ௣௝௦	௧ሻ. 
Due to the structure of the dependent variable, it follows that I need to use a discrete 
choice model (which will take the logit form) that can be spelled out as follow: 
ܯܧሺ݅ሻ௣௝௦௧ ൌ ߚ଴ ൅ ߚܺ′௣௝௦௧ ൅ ߜܼ′௣௝௦௧ ൅ ߛ௧ ൅ ߳௣௝௦௧ 
where  ܯܧ௣௝௦௧ is the probability of market entry, defined as above. Concretely, in the main 
definition, I assigned 1 to every product-country-year observation where bilateral exports are 
different from zero at time t, subject to being equal to 0 at time t-1, and zero otherwise.  ܺ′௣௝௦௧ 
is a vector of independent variables that are the object of the research, and identifies spillover 
effects. In detail, following Muñoz-Sepulveda and Rodriguez (2015), I include Exp_Sect_Spill, 
which measures the number of products pertaining to the same sector (SITC 3-digit level) 
exported in country j at time t-1.  In other words, export sector spillovers are computed for 
every product k (SITC 4-digit level) exported to country j at time t, and calculates the number of 
products (SITC 4-digit level) exported to country j belonging to the same sector (defined as the 
one-level broader SITC level, i.e. SITC 3-digit) at time ݐ െ 1. Table 1 shows the method of 
calculation for a sample of two sectors (SITC 3-digit), two countries and one year. Values in 
Table 1 are included as an example, and do not necessarily reflect those included in the 
Bankit-FTV database.  
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Table 1: Explanatory example of calculating export sector spillovers 
Source: Author’s elaboration. 
These spillovers may be driven by a variety of forces, as pointed out in the literature 
review. However, every new entry may also be viewed as a step towards the “saturation” of a 
sector-relevant market, i.e. a marginal increase in the risk of “swamping” the market with 
foreign products. This motivate the inclusion of a quadratic term (Exp_Sect_Spill_2) to check 
for the existence of an inverted-U relationship between new and old entries within the same 
sector. This is a generalisation of the mimetic isomorphism principle that Haveman (1993) 
proposed for organizational change in similar firms, and recalls the density dependence theory 
of Hannan and Freeman (1977) and Hannan and Freeman (1987). In other words, this term 
aims to capture the relative opportunities and risks that a market can offer. As stated by 
Greeve (2000), a market with no product entry is similar to an unexplored territory, it may hide 
both gains and losses. However as organizations are, generally, risk adverse and fear the 
uncertainty, they are prone to postpone the entry decision until the moment that others dig into 
the unknown. Consequently, once market entry started, probability of market entry should 
immediately go up due to the increase of available information, nevertheless if too many exploit 
the same opportunity they can spoil it, creating a “saturation” or a “congestion” of the market, 
making expected gains to fall, therefore reducing the probability of entry. 
In international trade historical statistics, as in the original literature of business and 
organization theory, this metric faces the challenge that not all sectors/products have the same 
number of categories. A sector with more products – as defined by historical categorization – 
will have higher probability to report higher numbers. Even if in the main specification I follow 
the original, widely used, measure, to address this concern I normalize the number of products 
at the sector level in one of the robustness tests, i.e. the number of product exported within a 
certain sector will take a value between 0 (no “similar” product exported) and 1 (all the possible 
“similar” product exported). At a very first sight, it is possible to see that the normalized number 
of sector spillover increase in time: product exported move towards to the possible maximum, 
but still remain far from it. More precisely, the mean value of the normalized sector spillover 
variable is equal to 0.15 in 1870, and 0.46 in 1913. A priori, I expect that using the normalized 
variable will not affect the results. In addition, to address potential remaining concerns I also 
include a robustness test using wider “sector” categories (SITC 2-digit).   
Change in total (i.e. from all countries in the database) imports of a specific product 
(SITC 4-digit) is the last variable of interest (Imp_Sect_Spill). I have no a priori expectations on 
the sign as, as mentioned in the literature review, it may have either positive effects on exports, 
for example through the reduction in production costs, the improvement in productivity, or an 
increase in domestic competition, or negative, for example by the mean of a Schumpeterian 
process of creative destruction. 
ܼ′௣௝௦௧ is a vector of control variables, largely taken from the literature of market entry 
and product specialisation (e.g. Meissner and Tang, 2017; Betrán and Huberman, 2016; 
SITC 3-
digit 
sectors 
SITC-4 
product 
analysed 
Country Year SITC 4-digit products Export 
sector 
 (exported product only)  
within the same SITC 3-digit category 
Spillovers 
001 0011 ARG 1863 0011 / 0013 0014 / 2 
012 0123 ARG 1863 / / 0123 / 0125 1 
001 0011 DEU 1863 0011 0012 0013 / 0015 3 
012 0122 DEU 1863 0121 0122 / / 0125 2 
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Schott, 2004). They encompass 1) the logarithm of the sum of exporter and importer GDP as a 
variable capturing the size of destination market demand (as a proxy for capturing the  
“economic mass”); 2) the difference between exporter and importer GDP per capita (in 
absolute terms), to account for diverse levels of development – which may affect the 
composition of importers’ demand (Schott, 2004; Pham, 2008; Bertrán and Huberman, 2016; 
Pham and Ulubasoglu, 2016; Meissner and Tang, 2017); 3) a dummy which takes the value of 
1 when a country pair has a de facto fixed exchange rate (i.e. whether or not both countries 
pertain de facto to the gold standard, to include – for Italy – a long period of  “gold shadowing” 
– 1903-1911 – as argued by Cesarano et al., 2012) and zero otherwise, aiming at controlling 
for the potential positive effect of a stable exchange rate on trade flows (Lopez-Cordova and 
Meissner, 2003). In line with Meissner and Tang (2017), I also control for a set of other factors 
that may influence the decision of entering a specific market: change in the total number of 
products exported to destination j (t-1), the number of markets in which the product is present 
(t-1), and the growth rate of exports to country j between the current period and the previous 
year (excluding product p). Finally, Stanziani (2010), inter alia, acknowledges the presence of 
Italian immigrants in the destination country as an important factor influencing market entry.5 
Therefore, it would be ideal to control for this factor too. Unfortunately, there are no annual data 
on the Italian immigrants’ stock sorted by destination country. The only yearly measure I was 
able to derive is a very rough approximation derived from data on migration flows (Istat, 2018). 
Perfectly acknowledging the strong limitation of the variable, I nevertheless included as a 
robustness test. Finally, I use year dummies to control for any time-sensitive variable, such as 
the world’s and Italy’s state of technology and its business cycle, as well as other revelant 
Italian features; and robust standard error, clustered at product-country level (as in Meissner 
and Tang, 2017), to control for, respectively, heteroscedasticity and those phenomena that 
affect homogeneously each group sharing the two characteristics above (product and country). 
Other standard gravity variables, such as diplomatic representation (Rose, 2007), colonial 
relationship or common language are not included as there is not enough variance in the 
sample. The same applies – to a certain extent – to trade agreements. Indeed, bilateral trade 
agreements between Italy and the other countries in the sample exist for the entire period 
under consideration, even if with changing conditions. Therefore, identifying the existence of a 
treaty with a dummy could be problematic for two reasons: first because the value would be 1 
for most dyads, and second because it would not allow to capture eventual changes in the 
treaty conditions without a value judgement. Nevertheless, to provide a robustness test, I follow 
Accominotti and Flandreau (2008) in using an alternative method to account for “openness” to 
trade (see section 5.2 for further details). 
4.2 Data 
The data were obtained from the recently released Bankit-FTV database. This database is the 
result of an incredible effort in digitalising all the sources that directly and indirectly collected 
trade transaction statistics, such for example the volumes of Movimento Commerciale, 
released annually by the Kingdom of Italy since 1862 (the primary source par excellence for 
Italian trade data), and other secondary sources which summarised the enormous amount of 
                                                                          
5.  In particular, Stanziani (2010) argues that: “Italian traders willing to enter a new market abroad were above all in search 
of Italian correspondents. The sizeable presence of Italian immigrants […] encouraged this approach. The importance 
of the overseas Italian community in commercial relations made it easier for the Italian foreign office to get timely 
information for homeland companies and traders seeking to enter a particular market. Emigration also assisted the 
establishment of commercial networks usually followed patterns of emigration; family members (in the broad sense) 
gave commercial support to their relatives’ homeland trade or productive unit. They provided information about their 
local market, helped to find correspondents) when they themselves did not play this role) and promoted the family or 
local product” (p.54). 
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information collected by the Movimento, e.g. Istat6 publications (Federico et al., 2012). The 
database enumerated Italian exports and imports by quantity and value, at the SITC 4-digit 
level. Indeed, the fine level of detail of the data (see Table 2 below for an example of differences 
among SITC 1, 2, 3, or 4 digit,), allows to group products which share common characteristics 
(or a similar intended usage), making the existence of “spillovers” plausible (or more plausible 
that in the case – say – of having access to SITC 1 or 2 digit data). 
The Bankit-FTV database contains information on approximately 400 different 
products at SITC 4-digit level per period t, between Italy and its ten major trade partners 
(Argentina, Austria-Hungary, Belgium, France, Germany, Great Britain, the Netherlands, Russia, 
Switzerland, and United States). Moreover, the database contains data for different products 
within the SITC 4-digit, categorised by the name of the product as recorded in the primary 
source. Unfortunately, it is impossible to use this further separation, as product labels are not 
coherent in time and space.  The original database contains only those products that have 
been exported to one destination in a specific year. I inflate the database to include additional 
“zeros” of trade. The final database, for the period 1862-1913, contains more than 200,000 
observations at the country-product-year level. Its yearly – and continuous – coverage permits 
also to relax the assumption – made by other historical studies that use benchmark years or 
interpolation techniques – of no entry, exit, and/or subsequent entry between two points in 
time, and precisely determine the entry time of a specific product. 
Table 2: Example of a SITC Categorization 
Source: Author’s elaboration on unstats.un.org. 
 
                                                                          
6.  Istituto Nazionale di Statistica – National Institute of Statistics. 
SITC 1 digit SITC 2 digit SITC 3 digit SITC 4 digit 
0 - Food and live 
animals 
1 - Beverages and 
tobacco 
2 - Crude materials, 
inedible, except fuels 
3 - Mineral fuels, 
lubricants and related 
materials 
4 - Animal and 
vegetable oils, fats 
and waxes 
5 - Chemicals and 
related products, 
n.e.s. 
6 - Manufactured 
goods classified 
chiefly by material 
7 - Machinery and 
transport equipment 
8 - Miscellaneous 
manufactured articles 
9 - Commodities and 
transactions not 
classified elsewhere 
in the SITC 
00 - Live animals other 
than animals of division 03 
01 - Meat and meat 
preparations 
02 – Dairy products and 
birds’ eggs 
03 - Fish (not marine 
mammals), crustaceans, 
molluscs and aquatic 
invertebrates, and 
preparations thereof 
04 - Cereals and cereal 
preparations 
05 - Vegetables and fruit 
06 - Sugars, sugar 
preparations and honey 
07 - Coffee, tea, cocoa, 
spices, and manufactures 
thereof 
08 - Feeding stuff for 
animals (not including 
unmilled cereals) 
09 - Miscellaneous edible 
products and preparations 
 
022 - Milk and 
cream and milk 
products other 
than butter or 
cheese 
023 - Butter and 
other fats and oils 
derived from milk 
024 - Cheese and 
curd 
025 - Eggs, birds', 
and egg yolks, 
fresh, dried or 
otherwise 
preserved, 
sweetened or not; 
egg albumin 
 
0221 - Milk 
(including skimmed 
milk) and cream, not 
concentrated or 
sweetened 
0222 - Milk and 
cream, 
concentrated or 
sweetened 
0223 - Yogurt; 
buttermilk, curdled, 
fermented or 
acidified milk and 
cream; ice-cream 
0224 - Whey; 
products consisting 
of natural milk 
constituents, n.e.s 
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The percentage of total trade captured by the commercial relations with the countries 
included in the database is relatively constant over time, and oscillates between 70 and 90 per 
cent, which constitutes a representative share of the total (for more details see Appendix I). I 
recall that information is at product – and not firm – level. Therefore I have to assume (same as 
in Hubermann et al., 2017) that the specific variety is produced by a “representative firm” or 
that firms within a product category are sufficiently homogenous. The observations included in 
the Bankit-FTV database are combined with a set of macroeconomic, political, geographic, 
sector, and market specific characteristics collected by a variety of sources. Summary statistics 
are provided in Appendix I (Table I.3). 
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5 Results 
5.1 Market Entry 
This subsection presents the regression results of the determinants of market entry of Italian 
products (SITC 4-digit) in the top 10 export destinations over the period 1862-1913. Results for 
the logit model are reported in  
Table 3. The variables of interest, related to exports and imports “spillovers”, namely 
Exp_Sect_Spill, Exp_Sect_Spill_2 and Imp_Sect_Spill are all significant, and with the expected 
sign. In details Exp_Sect_Spill is positive and Exp_Sect_Spill_2 is negative across all 
specifications including them (column 2 and 4). This means that the presence of “similar” 
exported products (at SITC 3-digit) increased the probability of entry in the destination market, 
due to a variety of possible drivers, that should be investigated further in future research, such 
as the role of trade intermediaries; the effect of labour mobility; the increasing role played by 
multinational enterprises; as well as, more broadly, the creation of a superior sector-specific 
knowledge accumulated by the same or a similar firm selling similar products; the 
consequences of mimetic forces; or when firms with similar or complementary products decide 
to export as an effect of the behaviour of their peers. Only with firm level data it would be 
possible to unfold these effects. In addition, the coefficient of Exp_Sect_Spill_2 is negative. This 
points towards the existence of an inverted-U relationship between the presence of similar 
exports in a specific market (i.e. destination country) and the probability of entry in that market, 
in line with mimetic isomorphism and density dependence theories (Haveman, 1993; Hannan 
and Freeman, 1977; Hannan and Freeman, 1987; and Greeve, 2000). In other words, once the 
initial uncertainty linked to the “unknown” disappears (lowering the associated risk), exports of 
similar products are more prone to enter a specific market. However, when there are too many 
new entrants the market reaches a “saturation”/“congestion” level, possibly related to 
increasing competition effects. This effect also holds when I consider a larger group of similar 
products (SITC 2-digit, a maximum of 28 product within each category), to avoid potential 
problems related to a “too narrow” definition of categories. Imp_Sect_Spill also affects 
positively the likelihood of product entry in a market. In other words, the greater the increase in 
the imports of a product k at time t-1, the more likely the product was to be exported at time t. 
This positive effects may not only be “indirect” through productivity or technology, but “direct” 
through a reduction in production costs. However, if imported products were not used as 
inputs in the domestic production process, but competed with domestic products in the 
market instead, the effects of increased imports on exports may act through a different 
channel: the firm (product) strive for survival may oblige domestic (and less competitive) firms 
(products) to find compatible foreign markets, characterised by lower productivity. Finally, 
import competition may have positive effects through an indirect channel, stimulating 
productivity and innovation as in a model à la Aghion et al. (2005), where firms decide to face 
the increase in foreign competition investing more in innovation, increasing productivity and 
overcoming fixed costs related to export activities, therefore opening a wider set of markets, 
which were previously unaffordable. 
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Table 3 Main regressions. Spillovers at SITC-3 
Source: Author’s elaboration. 
Notes: Logit regressions. Dependent variable: Market entry, as defined in the text. All 
regressions include a constant, and time fixed effects, not reported for the sake of simplicity. 
Robust standard errors clustered at country-product level in parentheses; *** p<0.01, ** 
p<0.05, * p<0.1. 
 
Control variables’ coefficients have, in general, the expected signs. Trade costs are 
proxied by distance and the gold standard dummy. The former is positive and often not 
significant. Although against conventional wisdom, it is likely that strong export performances 
to US and Argentina may influence this variable. This hypothesis is confirmed by the results of 
the robustness tests, when – excluding non-European countries from the sample – distance 
becomes negative and significant. The latter instead is positive and significant, meaning that 
the gold standard favoured market entry, in line with the literature (e.g. Lopez-Cordova and 
Meissner, 2003). Demand-side variables offer some insights on the importance of the 
economic size of markets, and on how similarity mattered for Italian exports. Economic size is 
positive but non-significant. However, this result can also be due to the usual problems of 
historical GDP data when used in trade literature. The same applies to the absolute difference 
of GDP per capita. Finally, the difference of total number of products exported, the growth rate 
of other products exported to destination j during the previous period, and the number of 
  
(1) 
Market Entry 
(2) 
Market Entry 
(3) 
Market Entry 
(4) 
Market Entry 
lndist 
0.0277 
(0.0171) 
0.0282* 
(0.0171) 
0.0281 
(0.0175) 
0.0307* 
(0.0175) 
lnGDPGDP 
0.0439 
(0.0283) 
0.0417 
(0.0282) 
0.0446 
(0.0292) 
0.0419 
(0.0291) 
ABSdiffGDPc 
0.0250 
(0.0308) 
0.0241 
(0.0308) 
0.0254 
(0.0311) 
0.0253 
(0.0311) 
     
L.DExpAllMark 
0.0852*** 
(0.0316)  
0.0863*** 
(0.0319) 
0.0863*** 
(0.0319) 
0.0885*** 
(0.0322) 
     
L.NofMarket 
0.0128*** 
(0.00384) 
0.0129*** 
(0.00385) 
0.0130*** 
(0.00387) 
0.0130*** 
(0.00387) 
     
GS 
0.152*** 
(0.0545) 
0.151*** 
(0.0544) 
0.154*** 
(0.0550) 
0.153*** 
(0.0548) 
     
DLnproddest 
0.00105 
(0.00113) 
0.000917 
(0.00113) 
0.00106 
(0.00114) 
0.000866 
(0.00114) 
     
L.Exp_Sect_Spill  
0.220*** 
 (0.0295) 
 
0.234*** 
(0.0297) 
     
L.Exp_Sect_Spill_2  
-0.0638*** 
(0.00748) 
 
-0.0641*** 
(0.00747) 
     
L.Imp_Sect_Spill   
0.0994*** 
(0.00259) 
0.0995*** 
(0.00259) 
     
N 204,183 204,183 204,183 204,183 
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markets in which the specific product (SITC 4-digit) present the expected sign and, in the 
majority of the cases, a significant coefficient.   
5.2 Robustness tests 
To test the robustness of the results, I run different specifications of the model (see Table 4 and 
Table 5). In column 1 I use a different definition for market entry, which includes “persistence”, 
i.e. identifies market entry as the presence of a product in a given country and year (see section 
4.2 on methodology for more details). In column 2, I uses a normalized indicator for export 
spillovers: the number of similar products will be comprised between 0 (no similar product 
exported) and 1 (all the similar product exported), to minimize possible biases deriving from the 
different number of products included within each SITC 3 digit category. In column 3, I define 
spillovers at SITC2 level instead of SITC3, to include a wider set of “similar products” (passing 
from a maximum of 6 to a maximum of 28). In column 4, I consider the importance of Italian 
immigration for exports and market entry, including a rough approximation of the number of 
Italian immigrants to check whether results are consistent. In theory, the “attraction” for Italian 
products should be related to the “mass” of immigrants present in the country of destination 
(i.e. the “stock”), and not necessarily to the change in the number of immigrants (“flows”). 
Unfortunately, annual data directly measuring the “stock” of Italian immigrants sorted by 
country of destination are not available. Nevertheless, Istat (the Italian statistical office) 
reconstructed yearly measures of gross immigrant flows to a subset of these countries 
(available at http://seriestoriche.istat.it and based on Istat, 1933). From these data, I derived 
the migrant stock, cumulating flows through time. I am perfectly aware that this measure is very 
far from perfection, and it requires very strong assumptions (for example, I am forced to 
assume that 1) the initial stock of Italian immigrants was equal in all the countries of the sample, 
and 2) repatriation flows were either zero or proportional from all countries). Nevertheless, it is 
the closest possible approximation to gather the size of the Italian immigrant community. 
Results are robust to its inclusion, and its coefficient is positive, however not significant.  
In column 5 and 6, I drop from the dataset non-European country of destination (i.e. 
Argentina, Russia and US) and France (the most relevant country for Italian trade during a 
substantial part of the period) respectively. In the first case, the distance coefficient turns 
negative (in line with what expected) when the sample is restricted to European countries. In 
addition, in column 7, I use population instead of GDP data, to fill relevant gaps (mainly for 
Russia). In an additional robustness test, I drop silk data (product SITC 6511), Italy main export 
during the whole period considered (Federico, 2005). Their prominent role in Italian exports 
may be the source of biases in the results. However, the test performed in column 8 excludes 
this possibility, as results are robust to this specification. Finally, in Meissner and Tang (2017), it 
is also included an additional control variable, a dummy identifying the MFN treaty status. In the 
case of Italy, the use of a similar variable will raise at least two major issues. The first is that, if 
interpreted sensu lato, the dummy will show very little variance for some of the countries. The 
second consist in the value judgment that an interpretation more sensu stricto will imply. 
Indeed, the signature of a “new” treaty that has the effect of substituting the previous one 
should be judged as “liberalizing” or “protectionist”, in order to decide whether to keep the 
dummy with the same value, or to switch it off. This will apply even for those cases where the 
treaty may have implications that go in opposite directions for different categories of goods. To 
solve this situation, due to the impossibility of gathering all the combinations 
tariff/product/country/year in force, I follow Accominotti and Flandreau (2008) in calculating an 
average measure of protection per each combination country/year, as “the ratio of custom 
revenues to total imports”. In line with their results, the coefficient of this measure is not 
statistically significant, potentially indicating little influence of liberalization on market entry. 
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Nevertheless, as highlighted by Lampe (2009), the MFN treaties often “did not pursue overall 
trade liberalization, but rather reductions in duties on specific commodities”. Consequently, the 
lack of significance may also be due to the level of aggregation used. 
Additionally, in Table 6, I address the potential problems arising from a time-varying 
efficiency of the Italian administration. Indeed, 18th century states had limited administrative 
means (Loïc and Daudin, 2015), including for the management of their economic frontiers, the 
imposition of customs and duties, and the correct registrations of trade flows, and in particular 
of those of limited size. Indeed, the minimum trade flow registered, an indicator for the 
efficiency of the administration (i.e. the more efficient an administration, the more likely it is to 
capture and record small trade flows), varies from 2.5 liras in 1907 (10 “2015 euros”)7 to 720 in 
1891 (approximately 3000 “2015 euros”).8 Therefore, I consider like “zeros of trade” all those 
trade flows that are below 50, 100, 500 and 1000 liras (respectively column 10 to 13). The 
proposed changes do not affect the sign nor the significance of the main variable of interests 
(export and import spillovers). 
Finally, in Table 7, I address the potential concerns related to the assumption of 
proxing the number of firms with the number of products (as in Hubermann et al., 2017). 
However, this assumption requires a constant number of potential products, i.e. a stable 
classification of the products over the years. However, in the specific case of Italy, the 
classification happened to change often. Changes of particular magnitude happened with the 
approval of the new tariff schedule of 1878, 1888, and 1907. In the main specification of this 
paper, as well as in the robustness tests, I use the FTV SITC 4-digit categorization, instead of 
the original categories, named “voci” (in practice, this means to aggregate some “voci” into 
different SITC 4-digit categories). Even if this strategy contributes to reducing the possible bias, 
it does not suppress it completely. To address this consideration, I first display the time 
dummies (already included in the main specification) of the major changes in the tariff schedule 
(column 14). As they are significant, I decide to include as additional variables period-specific 
dummies for the periods with no overall changes or reform of the tariff schedule (i.e, 1862-
1878, 1879-1887, and 1888-1906, therefore using 1907-1913 as a benchmark). Their 
significant coefficients (column 15) imply the presence of different trends within the sample (in 
comparison with the latter period), whose presence, however, does not affect the significance 
of the main results. Finally, I also run a separate regression for any of the periods reflecting the 
dummies included in the previous regression, to minimize the incidence of changes in product 
classification within each of these samples (columns 16 to 18). Results hold for all the different 
samples used. 
  
                                                                          
7.  Calculated using the Sole 24 Ore (main financial newspaper in Italy) web address: 
http://www.infodata.ilsole24ore.com/2016/05/17/calcola-potere-dacquisto-lire-ed-euro-dal-1860-2015/ 
8.  1891 is indeed a year of particular financial constraints: even the once every ten year planned census was suspended 
due to financial restrictions (Fracassi, 1961). 
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Table 4 Robustness tests (part 1) 
Source: Author’s elaboration. 
Notes: Logit regressions. Dependent variable: Market entry, as defined in the text. All 
regressions include a constant, and time fixed effects, not reported for the sake of simplicity. 
Robust standard errors clustered at country-product level in parentheses; *** p<0.01, ** 
p<0.05, * p<0.1. 
 
 
  
  
(1) 
Market Entry 
(including 
“persistence”) 
(MEP) 
(2) 
Market 
Entry 
(Normalized 
Spillovers) 
(3) 
Market Entry 
(Spillovers 
SITC 2-digit) 
(4) 
Market 
Entry (with 
immigrants) 
(5) 
Market Entry 
(without US, 
ARG, RUS) 
lndist 
-0.268*** 
(0.0311) 
0.0315* 
(0.0175) 
0.0474*** 
(0.0173) 
0.0247 
(0.0199) 
-0.384*** 
(0.0977) 
      
lnGDPGDP 
0.0636 
(0.0478) 
0.040 
(0.029) 
0.0282 
(0.0290) 
0.0391 
(0.0367) 
0.306*** 
(0.0554) 
      
ABSdiffGDPc 
-0.160*** 
(0.0478)  
0.026 
(0.031) 
0.0366 
(0.0312) 
0.0959**  
(0.04) 
0.0520 
(0.0427) 
      
L.DExpAllMark 
0.0242 
(0.0152) 
0.0871*** 
(0.0321) 
0.0918*** 
(0.0326) 
0.167*** 
(0.0434) 
-0.0288 
(0.0538) 
      
L.NofMarket 
0.0120*** 
(0.002) 
0.0129*** 
(0.004) 
0.0128***  
(0.004) 
0 
(0.006) 
0.0156*** 
(0.046) 
      
GS 
0.0408  
(0.0505) 
0.152*** 
(0.0548) 
0.144***  
(0.0545) 
-0.152* 
(0.0919) 
0.162** 
(0.0799) 
      
DLnproddest 
0.00407*** 
(0.0004) 
0.0009 
(0.0011) 
0.000392 
(0.0012) 
-0.000956 
(0.0016) 
-0.001 
(0.0014) 
      
L.Exp_Sect_Spill 
0.471*** 
(0.0427) 
0.694*** 
(0.1344) 
0.0852*** 
(0.0086) 
0.172*** 
(0.0404) 
0.170*** 
(0.0351) 
      
L.Exp_Sect_Spill_2 
-0.0319*** 
(0.0104) 
-0.722*** 
(0.1434) 
-0.0047*** 
(0.00053) 
-0.0565*** 
(0.0097)  
-0.0533*** 
(0.0085) 
      
L.Imp_Sect_Spill 
0.0183*** 
(0.0012) 
0.0998*** 
(0.0026) 
0.100***  
(0.0026) 
0.117*** 
(0.0038) 
0.112*** 
(0.003) 
      
L.ItalianImmigrants  
 
 
0.0227 
(0.03)
 
      
N 204,183 204,183 204,183 86,436 151,704 
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Table 5 Robustness tests (part 2) 
Source: Author’s elaboration. 
Notes: Logit regressions. Dependent variable: Market entry, as defined in the text. All 
regressions include a constant, and time fixed effects, not reported for the sake of simplicity. 
Robust standard errors clustered at country-product level in parentheses; *** p<0.01, ** 
p<0.05, * p<0.1. 
  
  
(6) 
Market Entry 
(without 
France) 
(7) 
Market Entry 
(with POP) 
(8) 
Market 
Entry 
(without 
“silk”) 
(9) 
Market Entry 
(including 
“protection”) 
lndist 
0.0332* 
(0.0178) 
0.0410** 
(0.0169) 
0.0301* 
(0.018) 
0.0688** 
(0.0284) 
     
lnGDPGDP 
0.0344 
(0.0291) 
 
0.0426 
(0.0291) 
0.116*** 
(0.0326) 
     
lnPOPPOP  
-0.0132 
(0.0319) 
  
     
ABSdiffGDPc 
0.0289 
(0.0323) 
0.0317 
(0.0306) 
0.0250 
(0.031) 
-0.0778*** 
(0.0347) 
     
L.DExpAllMark 
0.074** 
(0.0337) 
0.0856*** 
(0.032) 
0.0859*** 
(0.032) 
0.134*** 
(0.0337) 
     
L.NofMarket 
0.0156*** 
(0.004) 
0.0126*** 
(0.004) 
0.0129*** 
(0.004) 
0.0113*** 
(0.004) 
     
GS 
0.182*** 
(0.056) 
0.170*** 
(0.0551) 
0.154*** 
(0.055) 
0.140** 
(0.0548) 
     
DLnproddest 
0.0011 
(0.0012) 
0.0009 
(0.0012) 
0.0009 
(0.0014) 
0.0012 
(0.0012) 
     
L.Exp_Sect_Spill 
0.248*** 
(0.0312) 
0.235*** 
(0.0297) 
0.236*** 
(0.03) 
0.224*** 
(0.0310) 
     
L.Exp_Sect_Spill_2 
-0.0663*** 
(0.008) 
-0.0643*** 
(0.007) 
-0.0642***
(0.008) 
-0.0625*** 
(0.0077) 
     
L.Imp_Sect_Spill 
0.0906*** 
(0.0028) 
0.0995*** 
(0.00258) 
0.0995*** 
(0.0026) 
0.0998*** 
(0.0027) 
     
Ln(1+Protection)    
-0.039 
(0.0257) 
     
N 182,133 204,183 203,720 186,102 
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Table 6 Robustness tests (part 3) 
Source: Author’s elaboration. 
Notes: Logit regressions. Dependent variable: Market entry, as defined in the text. All 
regressions include a constant, and time fixed effects, not reported for the sake of simplicity. 
Robust standard errors clustered at country-product level in parentheses; *** p<0.01, ** 
p<0.05, * p<0.1. 
  
  
(10) 
Market Entry 
(if bilateral 
flows>50  
liras) 
(11) 
Market Entry 
(if bilateral 
flows>100 
liras) 
(12) 
Market Entry 
(if bilateral 
flows>500 
liras) 
(13) 
Market Entry  
(if bilateral 
flows>1000 
liras) 
lndist 
0.033* 
(0.0175) 
0.0347* 
(0.0177) 
0.0324* 
 (0.0185) 
0.0313*** 
(0.019) 
     
lnGDPGDP 
0.045 
(0.029) 
0.0431 
(0.0295) 
0.0549 
(0.0307) 
0.0531 
(0.0315) 
     
ABSdiffGDPc 
0.021 
(0.0312) 
0.2324 
(0.0313) 
0.0216 
(0.032)) 
0.1128 
(0.0325) 
     
L.DExpAllMark 
0.0896 
(0.0322) 
0.0879*** 
(0.00387) 
0.0888*** 
(0.0326) 
0.0798*** 
(0.0322) 
     
L.NofMarket 
0.0124*** 
(0.004) 
0.0125*** 
(0.0039) 
0.0127*** 
(0.0039) 
0.0123*** 
(0.0016) 
     
GS 
0.1519*** 
(0.0549) 
0.1495*** 
(0.0549) 
0.139 
(0.0548) 
0.143** 
(0.0552) 
     
DLnproddest 
0.00099 
(0.0011) 
0.0011 
(0.0011) 
0.00148 
(0.0011) 
0.0014 
(0.0011) 
     
L.Exp_Sect_Spill 
0.2302*** 
(0.0298) 
0.2308*** 
(0.0299) 
0.238*** 
(0.0307) 
0.255*** 
(0.031) 
     
L.Exp_Sect_Spill_2 
-0.06296*** 
(0.0075) 
-0.0627*** 
(0.007) 
-0.0621*** 
(0.0077) 
-0.0628*** 
(0.0076) 
     
L.Imp_Sect_Spill 
0.0989*** 
(0.0026) 
0.0980*** 
(0.0026) 
0.0932*** 
(0.0026) 
0.0891*** 
(0.0026) 
     
N 204,183 204,183 204,183 204,183 
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Table 7 Robustness tests (part 4) 
Source: Author’s elaboration. 
Notes: Logit regressions. Dependent variable: Market entry, as defined in the text. All 
regressions include a constant, and time fixed effects, not reported for the sake of simplicity. 
Robust standard errors clustered at country-product level in parentheses; *** p<0.01, ** 
p<0.05, * p<0.1. 
  
(14) 
Market Entry 
(dummies 1878, 
1888, 1907) 
 
(15) 
Market Entry 
(with period-
specific 
dummies) 
(16) 
Market 
Entry 
(1862-1877 
only) 
(17) 
Market 
Entry 
(1878-
1887 only) 
(18) 
Market 
Entry 
(1889-
1906 only) 
lndist 
0.0307* 
(0.0175) 
0.0307* 
(0.0175) 
-0.1218** 
(0.0473) 
0.0826** 
(0.039) 
0.076*** 
(0.0247) 
  
 
   
lnGDPGDP 
0.0419 
(0.0291) 
0.0419 
(0.0291) 
0.1596** 
(0.0715) 
0.0753 
(0.0654) 
-0.0023 
(0.0397) 
      
ABSdiffGDPc 
0.0253 
(0.0311) 
0.0253 
(0.0311) 
-0.0832 
(0.0529) 
0.1059** 
(0.0518) 
0.0327 
(0.0579) 
      
L.DExpAllMark 
0.0885*** 
(0.0322) 
0.0885*** 
(0.0322) 
-0.1227* 
(0.0678) 
0.212*** 
(0.0511) 
0.1082 
(0.0788) 
      
L.NofMarket 
0.0130*** 
(0.00387) 
0.0130*** 
(0.00387) 
0.01623 
(0.0112) 
0.0191* 
(0.0111) 
0.00098 
(0.00546) 
      
GS 
0.153*** 
(0.0548) 
0.153*** 
(0.0548) 
0.250 
(0.1859) 
0.1106 
(0.0902) 
0.1877*** 
(0.0696) 
      
DLnproddest 
0.000866 
(0.00114) 
0.000866 
(0.00114) 
0.00335 
(0.0031) 
-0.0022 
(0.0022) 
-0.00227 
(0.00186) 
      
L.Exp_Sect_Spill 
0.234*** 
(0.0297) 
0.234*** 
(0.0297) 
0.450*** 
(0.0712) 
0.214*** 
(0.0598) 
0.2087*** 
(0.0413) 
      
L.Exp_Sect_Spill_2 
-0.0641*** 
(0.00747) 
-0.0641*** 
(0.00747) 
-0.1014*** 
(0.0219) 
-0.0399*** 
(0.0152) 
-0.0579*** 
(0.013) 
      
L.Imp_Sect_Spill 
0.0995*** 
(0.00259) 
0.0995*** 
(0.00259) 
0.0930*** 
(0.0057) 
0.1286*** 
(0.0056) 
0.0976*** 
(0.00364) 
   
1878 
0.318** 
(0.1178) 
0.318*** 
(0.1178) 
   
   
1888 
0.590*** 
(0.1147) 
0.0625 
(0.0797) 
   
      
1907 
0.535*** 
(0.1262) 
0.2388*** 
(0.0838) 
   
      
1862-1878  
-0.2966** 
(0.1296) 
   
      
1879-1888  
-0.3708*** 
(0.10108) 
   
   
1889-1906  
0.2312*** 
(0.0816) 
   
      
N 204,183 204,183 48,510 41,013 83,790 
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6 Conclusions 
This paper revises the evolution of Italian exports since the Unification until WWI, with a 
particular focus on market entry. Building on the existing literature and exploiting the recently 
released Bankit-FTV database, I first construct the intensive and extensive margins for Italian 
exports during the period 1862-1913 and, second,  show the existence of “spillover” effects 
influencing the probability of Italian exports to enter a foreign market. Those effects are linked 
to the Italian export and import dynamics. 
The quantitative analysis, based on a logit model, shows robust support for what it 
has been referred to, throughout this paper, as “export spillovers” and “import spillovers”. In the 
first case, this means that the presence of “similar” exported products increases the probability 
of entry in the destination market, due to either the creation of a superior sector-specific 
knowledge, accumulated by the same or a similar firm selling similar products when firms with 
similar or complementary products decide to export as a consequence of the behaviour of their 
peers, or other mechanisms that should be unfolded using firm-level data. In addition, I detect 
an inverted-U relationship between the presence of similar exports in a specific market and the 
probability of entry in a market. This would prove the existence of a threshold, above which the 
market reaches a “saturation”/“congestion” level, possibly due to increasing competition 
among Italian products in the foreign country. In the second case, “import spillovers” also affect 
positively the likelihood of product entry in a market: the greater the increase in the imports of a 
product k at time t-1, the more likely the product was to be exported at time t. This positive 
effects may not only be “indirect” through productivity or technology, but “direct” through a 
reduction in production costs. However, if imported products were not used as inputs in the 
domestic production process, but competed with domestic products in the market instead, the 
effects of increased imports on exports may act through a different channel: the firm (product) 
strive for survival may oblige domestic (and less competitive) firms (products) to find compatible 
foreign markets, characterised by lower productivity. Finally, import competition may have 
positive effects through an indirect channel, stimulating productivity and innovation as in a 
model à la Aghion et al. (2005), where firms decide to face the increase in foreign competition 
investing more in innovation, increasing productivity and overcoming fixed costs related to 
export activities, therefore opening a wider set of markets, which were previously unaffordable. 
Even if quantitative analysis shows robust results and the theoretical explanations 
elaborated in the paper may sound appealing, with (Italian) product-level data it is not possible 
to confirm the main forces beyond the spillover effects highlighted in the paper, nor to 
generalize them outside the Italian experience. Whereas for the former further research is 
immensely needed to retrieve firm-level data and to unfold the drivers of these spillover effects, 
for the latter a new strand of literature is emerging, which will allow to put the Italian experience 
in perspective with the rest of Europe and beyond, shedding new light over these issues. For 
instance, combining trade data of different countries will allow to test for the existence of 
“spillovers” from exports/imports of other countries in third markets. 
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Appendix I 
Table I.1: Share of total Italian exports in the sample 
 
Source: Author’s elaboration on Bankit-FTV and Toniolo (reported in Jorda-Schularick-Taylor 
Macrohistory Database). 
 
Table I.2: Abbreviations (Countries/Sectors) 
Source: Author’s elaboration. 
  
0
10
20
30
40
50
60
70
80
90
100
18
62
18
65
18
68
18
71
18
74
18
77
18
80
18
83
18
86
18
89
18
92
18
95
18
98
19
01
19
04
19
07
19
10
19
13
Out of sample
Sample
Countries Sectors 
ARG Argentina 0 Food and live animals 
AUT Austria-Hungary 1 Beverages and tobacco 
BEL Belgium 2 Crude materials, inedible, except fuels 
CHE Switzerland 3 Mineral fuels, lubricants and related 
materials 
DEU Germany 4 Animal and vegetable oils, fats and 
waxes 
FRA France 5 Chemicals and related products, 
n.e.s. 
GBR Great Britain 6 Manufactured goods classified chiefly 
by material 
NLD the Netherlands 7 Machinery and transport equipment 
RUS Russia 8 Miscellaneous manufactured articles 
USA United States of 
America 
9 Commodities and transactions not 
classified elsewhere in the SITC 
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Table I.3: Summary statistics for the main variables 
 
Source: Author’s elaboration. 
  
VARIABLES Description and sources N mean sd min max 
Market Entry 
(ME) 
Binary variable that takes the 
value of either 0 (“no entry”) or 1 
(“entry”), conditional to “no entry” 
in t-1 
 
ܯܧ݌݆ݏݐ ൌ 
ሺܧ݊ݐݎݕ݌݆ݏ 	ݐ |ܧ݊ݐݎݕ݌݆ݏ 	ݐെ1 ൌ 0ሻ 
 
Author’s elaboration on Bankit-
FTV Database 
229,320 0.06 0.23 0 1 
Market Entry and 
Persistence 
(MEP) 
Binary variable that takes the 
value of either 0 (“no entry”) or 1 
(“entry”), regardless of its value in 
previous time 
229,320 0.32 0.47 0 1 
lndist 
Logarithm of the distance 
between countries  
CEPII GeoDist Database 
229,320 7.47 0.87 6.54 9.32 
GS 
Dummy variable for dyads, which 
takes value 1 when both 
countries are on gold standard 
(for Italy it is considered the 
period de facto, following 
Cesarano et al., 2012), and 0 
otherwise 
229,320 0.38 0.49 0 1 
lnGDPGDP 
Logarithm of the sum of exporter 
and importer GDP 
Maddison Project Database 
216,090 11.6 0.60 10.54 13.31
ABSdiffGDPpc 
Difference between exporter and 
importer GDP per capita (in 
absolute terms) 
Author’s elaboration on 
Maddison Project Database 
210,357 -0.70 0.54 -4.64 0.17 
DExpAllMark 
Growth rate of exports to country 
j between time t and t-1 
(excluding product p) 
Author’s elaboration on Bankit-
FTV Database 
220,500 0.04 0.42 -5.86 4.29 
LNMarket 
Variable indicating the number of 
markets in which the product is 
present 
(time t-1) 
Author’s elaboration on Bankit-
FTV Database 
224,910 3.70 2.72 0 10 
DLnproddest 
 
 
Variable indicating the lagged 
difference between the total 
number of products exported to 
destination j (time t-1) 
Author’s elaboration on Bankit-
FTV Database 
 
 
 
200,500 3.52 12.68 -95 52 
Exp_Sect_Spill 
Variable which measures the 
number of products pertaining to 
224,910 0.82 1.24 0 6 
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Appendix II 
Figure A.II.1: Gruppo Montecatini, production structure by sector and product 
Source: Vito (1930). 
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